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According to a Federal
Reserve study,
Americans use debit
cards more often than
credit cards, but the
total value and the
average value of credit
card transactions are
higher than those of
debit card transactions.

While consumers made 69.5 billion transactions
using debit cards, the total value of these
transactions was $2.56 trillion, with an average
transaction value of $37. Credit card usage
resulted in 33.8 billion transactions, with a total
value of $3.16 trillion, and a $93 average
transaction value.1

This reflects fundamental differences. A debit
card acts like a plastic check and draws directly
from your checking account, whereas a credit
card transaction is a loan that remains
interest-free only if you pay your monthly bill on
time. For this reason, people may use a debit
card for regular expenses and a credit card for
"extras." However, when deciding which card to
use, you should be aware of other differences.

Fraud protection
In general, you are liable for no more than $50
in fraudulent credit card charges. For debit
cards, a $50 limit applies only if a lost card or
PIN is reported within 48 hours. The limit is
$500 if reported within 60 days, with unlimited
liability after that. A credit card may be safer in
higher-risk situations, such as when shopping
online, when the card will leave your sight in a
restaurant, or when you are concerned about a
card reader. If you regularly use a debit card in
these situations, you may want to maintain a
lower checking balance and keep most of your
funds in savings.

Merchant disputes
You can dispute a credit card charge before
paying your bill and shouldn't have to pay it
while the charge is under dispute. Disputing a
debit card charge can be more difficult when

the charge has been deducted from your
account, and it may take some time before the
funds are returned.

Rewards and extra benefits
Debit cards offer little or no additional benefits,
while some credit cards offer cash-back
rewards, and major cards typically include extra
benefits such as travel insurance, extended
warranties, and secondary collision and theft
coverage for rental cars (up to policy limits). Of
course, if you do not pay your credit card bill in
full each month, the interest you pay can
outweigh any financial rewards.

Credit history
Using a credit card responsibly can help you
build a positive credit history because your
usage is reported to credit reporting agencies.
A debit card has no effect on your credit.

Money management
Using a debit card helps ensure that you don't
overspend. Because purchases are deducted
right away from your checking account, you
aren't in the dark about how much you're
spending. You can quickly check your balance
online or at an ATM, and see which purchases
are pending.

A credit card offers you the flexibility of tracking
your monthly expenses on one bill, which can
help you establish and stick to a realistic
budget. A credit card can also be used in
emergencies.

Considering the additional protections and
benefits, a credit card may be a better choice in
some situations — but only if you pay your
monthly bill on time. The good news is, you
don't have to choose just one option.
1 U.S. Federal Reserve, 2016 (2015 transactions,
most recent data available)
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Managing Money When You Marry: Financial Tips for Newlyweds
Getting married is an exciting time for a couple.
However, along with this excitement come
many challenges. One such challenge is how to
manage your finances together. The key to
success is to communicate with your partner
and come up with a financial plan that you both
agree on, since the financial decisions you
make now can have a lasting impact on your
finances in the future.

Map out your financial future together
Your first step should be to discuss your
common financial goals. Where do you see
yourself next year? What about five years from
now? Together, make a list of your short- and
long-term financial goals. Short-term goals are
ones that can be achieved in less than five
years (e.g., saving for a down payment on a
home or new car). Long-term goals usually take
more than five years to achieve (e.g., paying off
college loans, saving for retirement). Next,
determine which financial goals are most
important to both of you so together you can
focus your energy on them.

Prepare a budget
A budget is an important part of managing your
finances. Knowing exactly how you are
spending your money each month can set you
on a more clear path to pursue your financial
goals. Start by listing your current monthly
income. In addition to your regular salary and
wages, be sure to include other types of
income, such as dividends and interest. Next,
add up all of your expenses. It helps to divide
expenses into two categories: fixed (e.g.,
housing, food, transportation, student loan
payments) and discretionary (e.g.,
entertainment, vacations). Ideally, you should
be spending less than you earn. If not, you
need to review your expenses and look for
ways to cut down on your spending.

Consider combining bank accounts
You'll also need to decide whether you and
your spouse should combine bank accounts or
keep them separate. While maintaining a joint
account does have its advantages (e.g., easier
record keeping and lower maintenance fees), it
is sometimes difficult to keep track of the flow of
money when two individuals have access to a
single account. Fortunately, online banking
makes it easier to know exactly what is in your
account at all times. If you choose to keep
separate accounts, you might consider opening
a joint checking account to pay for common
household expenses.

Resolve outstanding credit/debt issues
Having good credit is an important part of any
sound financial plan, so this would be a good
time to identify any potential credit or debt
problems you or your spouse may have and try
to resolve them now rather than later. Order
copies of your credit reports and review them
together. You are entitled to a free copy of your
credit report from each of the three major credit
reporting agencies once every 12 months (visit
annualcreditreport.com for more information).
For the most part, you are not responsible for
your spouse's past credit problems, but they
can prevent you from getting credit together as
a married couple. Even if you've always had
good credit, you may be turned down for credit
cards or loans that you apply for together if your
spouse has a bad credit history. As a result, if
one of you had credit issues, you might
consider keeping your credit separate until your
credit situation improves.

Evaluate your employee and retirement
benefits
If you and your spouse have separate health
insurance coverage through an employer, you'll
want to do a cost-benefit analysis of each plan
to determine whether you should keep your
health coverage separate. Compare each
plan's deductible, copayment, and benefits as
well as the premium for one family plan against
the cost of two single plans. In addition, if you
and your spouse participate in an
employer-sponsored retirement plan, you
should be aware of each plan's investment
options, matching contributions, and loan
provisions. Review each plan carefully and
determine which one provides the better
benefits. If you can afford to, contribute the
maximum amount possible to your respective
plans.

Assess your life and disability
insurance needs
While the need for life and disability insurance
may not have seemed necessary when you
were both single, as a married couple you may
find that you are financially dependent on each
other. Having life and disability plans in place
will help ensure that your financial needs will be
taken care of if either of you dies or becomes
disabled. If you already have insurance, you
should reevaluate the adequacy of your
coverage and update your beneficiary
designations.
1 "Stress in America," American Psychological
Association, 2017

According to a survey by
the American Psychological
Association, 62% of
Americans are stressed
about money.1

The cost and availability of
life insurance depend on
factors such as age, health,
and the type and amount of
insurance purchased.
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Protect Your Heirs by Naming a Trust as IRA Beneficiary
Often, tax-qualified retirement accounts such as
IRAs make up a significant part of one's estate.
Naming beneficiaries of an IRA can be an
important part of an estate plan. One option is
designating a trust as the IRA beneficiary.

Caution: This discussion applies to traditional
IRAs, not to Roth IRAs. Special considerations
apply to beneficiary designations for Roth IRAs.

Why use a trust?
Here are the most common reasons for
designating a trust as an IRA beneficiary:

• Generally, inherited IRAs are not protected
from the IRA beneficiary's creditors. However,
IRA funds left to a properly drafted trust may
offer considerable protection against the
creditors of trust beneficiaries.

• When you designate one or more individuals
as beneficiary of your IRA, those
beneficiaries are generally free to do
whatever they want with the inherited IRA
funds, after your death. But if you set up a
trust for the benefit of your intended
beneficiaries and name that trust as
beneficiary of your IRA, you can retain some
control over the funds after your death. Your
intended beneficiaries will receive
distributions according to your wishes as
spelled out in the trust document.

• Through use of a trust as IRA beneficiary,
you may "stretch" IRA payments over the
lifetimes of more than one generation of
beneficiaries. Payments to IRA trust
beneficiaries must comply with distribution
rules depending on the type of IRA plan.

What is a trust?
A trust is a legal entity that you can set up and
use to hold property for the benefit of one or
more individuals (the trust beneficiaries). Every
trust has one or more trustees charged with the
responsibility of managing the trust property
and distributing trust income and/or principal to
the trust beneficiaries according to the terms of
the trust agreement. If the trust meets certain
requirements, the beneficiaries of the trust can
be treated as the designated beneficiaries of
your IRA for purposes of calculating the
distributions that must be taken following your
death.

Special rules apply to trusts as IRA
beneficiaries
Certain special requirements must be met in
order for an underlying beneficiary of a trust to
qualify as a designated beneficiary of an IRA.
The beneficiaries of a trust can be designated
beneficiaries under the IRS distribution rules
only if the following four trust requirements are

met in a timely manner:

• The trust beneficiaries must be individuals
clearly identifiable from the trust document as
designated beneficiaries as of September 30
following the year of the IRA owner's death.

• The trust must be valid under state law. A
trust that would be valid under state law,
except for the fact that the trust lacks a trust
"corpus" or principal, will qualify.

• The trust must be irrevocable, or by its terms
become irrevocable upon the death of the
IRA owner.

• The trust document, all amendments, and the
list of trust beneficiaries must be provided to
the IRA custodian or plan administrator by
October 31 following the year of the IRA
owner's death. An exception to this rule
arises when the sole trust beneficiary is the
IRA owner's surviving spouse who is 10 years
younger than the IRA owner, and the IRA
owner wants to base lifetime required
minimum distributions (RMDs) on joint and
survivor life expectancy. In this case, trust
documentation should be provided before
lifetime RMDs begin.

Note: Withdrawals from tax-deferred retirement
plans are taxed as ordinary income and may be
subject to a 10% federal income tax penalty if
withdrawn by the IRA owner prior to age 59½,
with certain exceptions as outlined by the IRS.

Disadvantages of naming a trust as IRA
beneficiary
If you name your surviving spouse as the trust
beneficiary of your IRA rather than naming your
spouse as a direct beneficiary, certain
post-death options that would otherwise be
available to your spouse may be limited or
unavailable. Naming your spouse as primary
beneficiary of your IRA provides greater options
and maximum flexibility in terms of post-death
distribution planning.

Setting up a trust can be expensive, and
maintaining it from year to year can be
burdensome and complicated. So the cost of
establishing the trust and the effort involved in
properly administering the trust should be
weighed against the perceived advantages of
using a trust as an IRA beneficiary. In addition,
if the trust is not properly drafted, you may be
treated as if you died without a designated
beneficiary for your IRA. That would likely
shorten the payout period for required
post-death distributions.

While trusts offer numerous
advantages, they incur up-front
costs and often have ongoing
administrative fees. The use of
trusts involves a complex web
of tax rules and regulations.
You should consider the
counsel of an experienced
estate planning professional
and your legal and tax advisers
before implementing such
strategies.
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IMPORTANT DISCLOSURES

This publication is not intended to
provide investment, tax, or legal
advice. The information presented
here is not specific to any individual's
personal circumstances.

To the extent that this material
concerns tax matters, it is not
intended or written to be used, and
cannot be used, by a taxpayer for the
purpose of avoiding penalties that
may be imposed by law. Each
taxpayer should seek independent
advice from a tax professional based
on his or her individual
circumstances.

These materials are provided for
general information and educational
purposes based upon publicly
available information from sources
believed to be reliable—we cannot
assure the accuracy or completeness
of these materials. The information in
these materials may change at any
time and without notice.

What is the difference between a tax deduction and a
tax credit?
Tax deductions and credits are
terms often used together
when talking about taxes.
While you probably know that

they can lower your tax liability, you might
wonder about the difference between the two.

A tax deduction reduces your taxable income,
so when you calculate your tax liability, you're
doing so against a lower amount. Essentially,
your tax obligation is reduced by an amount
equal to your deductions multiplied by your
marginal tax rate. For example, if you're in the
22% tax bracket and have $1,000 in tax
deductions, your tax liability will be reduced by
$220 ($1,000 x 0.22 = $220). The reduction
would be even greater if you are in a higher tax
bracket.

A tax credit, on the other hand, is a
dollar-for-dollar reduction of your tax liability.
Generally, after you've calculated your federal
taxable income and determined how much tax
you owe, you subtract the amount of any tax
credit for which you are eligible from your tax
obligation. For example, a $500 tax credit will
reduce your tax liability by $500, regardless of
your tax bracket.

The Tax Cuts and Jobs Act, signed into law late
last year, made significant changes to the
individual tax landscape, including changes to
several tax deductions and credits.

The legislation roughly doubled existing
standard deduction amounts and repealed the
deduction for personal exemptions. The higher
standard deduction amounts will generally
mean that fewer taxpayers will itemize
deductions going forward.

The law also made changes to a number of
other deductions, such as those for state and
local property taxes, home mortgage interest,
medical expenses, and charitable contributions.

As for tax credits, the law doubled the child tax
credit from $1,000 to $2,000 for each qualifying
child under the age of 17. In addition, it created
a new $500 nonrefundable credit available for
qualifying dependents who are not qualifying
children under age 17. The tax law provisions
expire after 2025.

For more information on the various tax
deductions and credits that are available to you,
visit irs.gov.

I received a large refund on my tax return this year.
Should I adjust my withholding?
You must have been
pleasantly surprised to find out
you'd be getting a refund from
the IRS — especially if it was a

large sum. And while you may have considered
this type of windfall a stroke of good fortune, is
it really?

The IRS issued over 112 million federal income
tax refunds, averaging $2,895, for tax year
2016.1 You probably wouldn't pay someone
$240 each month in order to receive $2,900
back, without interest, at the end of a year. But
that's essentially what a tax refund is — a
short-term loan to the government.

Because you received a large refund on your
tax return this year, you may want to reevaluate
your federal income tax withholding. That way
you could end up taking home more of your pay
and putting it to good use.

When determining the correct withholding
amount, your objective is to have just enough
withheld to prevent you from having to owe a
large amount of money or scramble for cash at
tax time next year, or from owing a penalty for
having too little withheld.

It's generally a good idea to check your
withholding periodically. This is particularly
important when something changes in your life;
for example, if you get married, divorced, or
have a child; you or your spouse change jobs;
or your financial situation changes significantly.

Furthermore, the implementation of the new tax
law at the beginning of 2018 means your
withholding could be off more than it might be in
a typical year. Employers withhold taxes from
paychecks based on W-4 information and IRS
withholding tables. The IRS released 2018
calculation tables reflecting the new rates and
rules earlier this year. Even so, the old W-4 and
worksheet you previously gave to your
employer reflect deductions and credits that
have changed or been eliminated under the
new tax law.

The IRS has revised a useful online withholding
calculator that can help you determine the
appropriate amount of withholding. You still
need to complete and submit a new W-4 to
your employer to make any adjustments. Visit
irs.gov for more information.
1 Internal Revenue Service, 2018
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